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Attachment 4.19-D(4) 

STATE PLAN UNDER TITLEXIX OF THE SOCIAL SECURITY ACT 
MASSACHUSETTS MEDICAL ASSISTANCE PROGRAM 

Methods Usedto Determine Ratesof PaYmentfor NursinG Facilities 

DESCRIPTIONPAYMENT1. GENERAL OF METHODOLOGY 

A. 	 Ovenriew: Nursingfacilitypaymentsforservicesrenderedtopublicly-assistedresidents 
aregovernedbytheDivisionofHealthCareFinanceandPolicy(DHCFP)regulation, 
114.2 CMR 6.00: StandardPaYments to NursinG Facilities, theregulationwhich 
implementsthismethodology.Thefollowingsections in thisattachmentdescribethe 
mefhodsandstandardsused toestablishpaymentratesfornursingfacilitieseffective 
February 1, 1998. 

B. 	 Chief Comeonents: Thepaymentmethod,describedbeiow,beginsa shift awayfrom 
historical facility specificcost-based reimbursemEnttostandard payments for nursing 
facility services. It establishes standard payment rates for Nursing and Other Operating 
Costs,aswellaspaymentratesforCapital.For rate year 1998 thereareseveral 
transitionadjustmentstoeasethetransitiontostandardpayments. In addition,a 

for participation in an Services programmechanismvoluntary Ancillary Pilot is 
established, to be conducted by the Division of Medical Assistance. 

11. COSTREPORTlNGREQUIREMENTSANDCOSTFINDING 

A. 	 Reauired Repork: Eachprovideroflong-termcarefacilityservicesundertheState 
Plan must complete an annual report (the "Annual Report") containing cost information 
for the cost reporting year on the basis of generally accepted accounting principles and 
theaccrualmethod of accounting.Therearethree (3) reportsrequired:a)Nursing 
Facility Cost Report; b) Realty Company Cost Report; and Management Company Cost 
Report. All cost reporting must meet the requirements set forth in Appendix A ( 7  74.2 
CMR 6.06 (7)). There are special cost reporting requirements for Hospital Based Nursing 
Facilities and facilities which operate other programs such as Adult Day Health, Assisted 
Living or Outpatient Services. These requirements are outlined in Appendix A (114.2 
CMR 6.06 (3)). 

6. 	 FilingDates: Reports: Exceptasprovidedbelow,ProvidersmustfiletherequiredCost 
Reports for the calendar year by 5:OO PM of April first of the following calendar year.If 
April 1, falls on a weekend or holiday, the Reports are due by 5:OO PM of the following 
business day. 

Where has a of the1. 	 Change of Ownershb. there beenchangeownership, 
transferorshallfiletheReport@)withinsixty (60) daysafterthetransfer of 
ownership.Wherethetransferorfails to submit the Report(s) , theDivision of 
Health Care Finance and Policy may request the Division of Medial Assistance to 
withhold payment to the transfereeuntil such reports are appropriately filed. 

2. 	 NewFacilitiesandFacilitieswithMajorAdditions.Forthefirst two calendar 
yearsofoperation,NewFacilitiesandFacilitieswithMajorAdditionsshall file 
yearend Cost Reports within sixty(60) days after the close of the calendar year. 

3. Hospital-Based Nursing facilities. A Hospital-BasedNursingFacility is a 
separately licensed unit housed on the premises of a facility whichis licensed for 
both hospital and long-term-term care services, where the long-term-term care 
bedswereconvertedfromlicensedhospital beds or othewise acquired. 
Hospital-Based Nursing Facilities must file the Report(s) on a fiscal year basis 
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whichisconsistentwiththefiling of suchfacilities'hospitalcostreports.The 
Report@)is due no later than ninety(90) days after the close of the facility's fiscal 
year. 

4. 	 Termination of ProviderContract.Wheneveraprovidercontractbetweenthe 
provider and the Division of Medical Assistance is terminated, the provider shall 
file Reports covering the current reporting period or portion thereof covered by 
thecontractandanyotherReportsrequiredbytheDivision ofHealthCare 
FinanceandPolicy,withinsixty (60) daysofsuchtermination.Whenthe 
providerfails to filetherequiredReportsinatimelyfashion,theDivisionof 
Health Care Finance and Policy shall notify the providerof this failureby written 
notice sent registered mail, return receipt requested 

5. 	 Amointment of PatientProtectorReceiver. If areceiverisappointedpursuantto 
court order under M.G.L. c. 111, s.72N, the provider must file Reports for the 
current reporting period or portion thereof within sixty(60) days of the receiver's 
appointment. 

C. FilinGExtensions: TheDivisionofHealthCareFinanceandPolicymaygrantan 
extension, up to fotty-five (45) calendar days, for submission of the Report@).A request 
for an extension must: (a) be submitted in writing to the Divisionof Health Care Finance 
and Policybytheproviderand not byanagentor otherrepresentative;(b)showthat 
exceptional circumstances exist precluding the provider from submitting the Report(s) in 
timely fashion; and (c) be submitted no later than 30 calendar days before the filing due 
date. 

D. 	 IncompleteSubmission: The Division of Health Care Finance and Policy shall notify 
the provider within one hundred twenty (120) days of receipt of the Reportsif it finds that 
the submission is incomplete and shall specify what additional information is required to 
completethesubmission.Theprovidershallfilethenecessaryinformationwiththe 
Division of Health Care Finance and Policy within twenty-five (25) days of the date of 
notification or by April 1 of the year the Report is filed,whichever is later. The Reports 
and all accompanying schedules is deemed to be filed with the Division of Health Care 
FinanceandPolicyasofthedatetheDivisionofHealthCareFinanceandPolicy 
receives complete submission. 

If the Division of Health Care Finance and Policy fails to notify the provider within the 12Oday 
period, the submission is considered complete and the Report@) andall accompanying 
schedules is deemed to be filed with the Division of Health Care Finance and Policy as of 
the date of receipt. 

E. 	 Audits: TheDivisionsofHealthCareFinanceandPolicyandMedicalAssistancemay 
conduct desk or field audits to ensure accuracy and consistency in reporting. Providers 
must submit additional data and documentation relating to the cost report, the operations 
of the Provider and any related party as requested, even if the Division of Health Care 
Finance andPolicy has accepted such Provider Cost Reports. 

F.Penalties for Failure to File Timehr: Aprovider'srateforcurrentservices will be 
reduced by 5%, if the required Cost Reports are not filed in a timely manner. On receipt 
of such cost reports the Provider's rate will be restored effective on the date of report 
filing. 

G. 	 General Cost Principles: In orderto report acostasrelated to Medicaid patientcare, a 
cost must satisfy the following criteria: 

TN: 98-011 
SUPERCEDES: 98-001 REVISION: 

2 

FFICW 



1 
2 
3 
4 
5 
6 
7 
8 
9 
10 

Attachment 4.19-D(4) 

1.Thecostisordinary,necessaryanddirectlyrelatedtothecareofpublicly-aided 
patients; 

2.Thecost is forgoods or services actually provided in the nursing facility 
3.Thecostmustbereasonable;and, 
4.Thecostmustactually be paidbytheprovider.Costswhicharenotconsidered 

relatedto the careofMedicaidpatientsinclude,butarenotlimitedto:costs 
which are discharged in bankruptcy; costs which are forgiven; costs which are 
convertedto a promissorynote;andaccruals of self-insured costs whichare 
based on actuarial estimates. 

5. 	 A provider may not report any of the costs that are listed in APPENDIX A (1 74.2 
CMR 6.06 (4)) as related to Medicaid patient care. 

111. METHODS AND STANDARDSUSED TO DETERMINE PAYMENTRATES 

A. 	 Prosmctive PerDiemRates: Theprospective per diempaymentratesfornursing 
facilities are derived from several components: Standard Payment Rates for Nursing and 
OtherOperating,CapitalPayments,1998TransitionPayments,andaTotalPayment 
Adjustment. Each of these componentsis described in detail in the following sections. 

B. 	 StandardPaYmentRates: Thefollowingarethestandardpaymentratesestablished for 
Nursing and Other OperatingCosts: 

CaseMixCategoryNursingStandardPaymentOtherOperatingStandardPayment 
$ 15.83 $45.33 
$ 15.83 $45.33 
$ 15.83 $45.33 
$49.25 $45.33 
$49.25 $45.33 
$49.25 $45.33 
$49.25 $45.33 
$77.38 $45.33 
$ 77.38 $45.33 
$94.18 $45.33 

1. 	 Determination of NursingStandardPaymentRates: Thebaseyearused to 
develop the Nursing Standard Payment Rates is 1996. Nursing costs reported in 
1996 inthefollowingcategoriesareincluded in thecalculation:Directorof 
Nurses,RegisteredNurses,LicensedPracticalNurses,NursingAides,Nursing 
Assistants,Orderlies,NursingPurchasedServices,Director of Nursesand 
NursingWorkers'Compensation,PayrollTax,andFringeBenefits,including 
PensionExpense.Thepaymentratesarederivedfromtheproduct of the 

1996 nursing times1996 medianindustry median costs the industry 

management minutesfor each of four (4) payment groups. Appendix A (114.2 

CMR 6.04(1)(a)(3)). The base year amounts for each group are updated to rate 

year 1998 by a cost adjustment factor of 5.12%. This cost adjustment factor is 

based on Massachusetts-specific CPI forecasts as well as nation and regional 

indices supplied by DRI. 


2. 	 Defemination of other Operating Standard Payment Rates:The base year 
used to develop the Other Operating Standard Payment Rates is 1996. Other 
operating costs reported in 1996 in the following categories are included in the 
calculation: administrative 8, general, motor costs.variable, and vehicle 
Administrative & generalcostsaresubjecttoaceilingof $ 10.51before 
combiningwithothercostcomponents.TheOtherOperatingstandard is set 
equal to the 1996 industry average of these cost amounts, subject to an audit 
findings adjustment. The audit findings adjustment reduced the Other Operating 
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standardpaymentrateby1.8%toaccountforprioryearauditfindingswhich 
identified that certain operating costs related to indirect ancillary services were 
inaccurately reported on the prior year costreports. The 1996 amountis updated 
to rateyear1998by acost adjustment factor of 5.12%. Thiscostadjustment 
factor is based on Massachusetts-specific CPI forecasts as well as nation and 
regional indices supplied by DRI. 

C. 	 CapitalPayments: TheCapitalPaymentfor all facilities,exceptforthosedescribed 
below under Capital Payment Exceptions, equals either: (a) the sum of the facility’s 
1997 certified capital payment per diem; or, (b) the greater of$17.29 or 90% of the 1997 
capital payment per diem. The 1998 capital payment will be computed under (a) above 
where a facility’s 1997 certified capital payment per diem was equal to or less than $ 
17.29 per diem. The 1998 capital payment will be computed under (b) above where a 
facility’s 1997 certified capital payment per diem was greater than$ 17.29 per diem. The 
1997 certified capital payment per diemis the Allowable FixedCosts and Equity per diem 
that was certified by the Divisionof Health Care Finance and Policy for the period ending 
December 31, 1997. Appendix A (114.2 CMR 6.05(2)(a)-(e)). 

1. 	 Capita/ Payment Exceptions: Forfacilitiesthatmeetthecriteriabelowthe 
capital payment, for rate year 1998 be $ 17.29: 

openbecome in pursuantaa) 	 Facilities which or operational1998 
Determination of Need Approved after March7, 1996; 

b)Replacementfacilitieswhichopen in 1998pursuanttoaDeterminationof 
Need approved after March 7, 1996; 

c) Facilities which inopen1998 in UrbanUnderbeddedareasthatare 
exempt from the Determination of Need process; 

d)Newbedsthatbecomelicensedin1998pursuanttoaDetermination of 
Need approved after March 7, 1996; 

e) beds represent project areNew 	 which 12 bed expansion which not 
associated with an approved Determination of Need project; 

Nursing and9 Hospital-Based Facilities; 
g) 	 PrivateNursingFacilitiesthatsigna . ProviderAgreementwiththe 

Division of Medical Assistance in 1998. 

2. 	 Facilitieswithlicensedbedsthatwereout of service in 1996whichre-openedin 
1998 willreceiveaCapitalPaymentofthelowerof $ 17.29perdayorthe 
facility’smostrecentbillingratesforFixedCostsandEquityorUseand 
Occupancy. 

3. 	 For Facilitieswithbedslicensedpriorto1998thataddnewbedsorrenovate in 
1998,theDivisionofHealthCareFinanceandPolicywillcalculateablended 
CapitalPaymentbasedontheratescalculatedunderthemethodsdescribed 
above and outlined inAppendix A. (114.2 CMR 6.03(2)(b)- (d)). 

TN: 98-011 HCFA EFFECTIVE: 12/1/98 
SUPERCEDES: 98-001 REVISION: 



to 

Attachment 4.19-0(4) 

D. 1998Transition PaYments 

I. 	 NursinGPaYmentRates: Nursingfacilitiesreceivefour(4) NursingPayment 
Rates which are equal to the sum of the Nursing Standard Payment Rates 
described in Section III.B.l. herein, plus a transition payment adjustment. The 
transitionpaymentadjustmentequalsthedifferencebetweenthe Nursing 
Standard Payment Ratesand each facility's reasonable and allowable nursing 
cost perdiem amounts.Each facility's reasonable and allowable nursing cost 
per diem amounts are derived from its reported 1996 nursing costs and 1996 
managementminutes,subject to acost per management minute ceilingof the 
industrymedian.plus lo%, andincreasedbythecostadjustmentfactorof 
5.12%. See, APPENDIX A (1 14.2 CMR 6.04(1)). 

-

2. 	 Other Omattinu PaYmentRates: NursingfacilitiesreceiveOtherOperating 
Paymentswhichareequalthe OtherOperatingStandardPaymentRate 
described in Section 111.8.1. herein, plus a transition payment adjustment. The 

payment equals difference the Othertransition adjustment the between 

Operating Standard Payment Rateand a blended per diem amount comprised 

of: (a) 33%of the Other Operating Standard Payment Rate;plus (b) 66.7% of 

the FACILITY’S reasonableandallowableotheroperatingcosts.Eachfacility's 

reasonableandallowableotheroperatingcostsarederivedfromitsreported 

1996otheroperatingcosts,subjecttoaceilingonadministrativeandgeneral 

costs of $10.51 per diem and an overall ceiling of $50.61 (industry median plus 

6%), and increased by the cost adjustment factor of 5.12%. See, APPENDIX A 

(114.2 CMR6.04 (2)). 


E. 	 Total PaYmentAdjustment: Atotalpaymentadjustment is appliedtothepayment 
rates.Thetotalpaymentadjustment is thepercentagedifferencebetweenafacility's 
weighted 1997 payment rate and the 1998 weighted payment rate computed using the 
methodsdescribedhereinunder:StandardPaymentRatesforNursingandOther 
Operating,CapitalPaymentsand1998TransitionPayments.Eachratewasweighted 
according to its casemix proportion, using case mix data for the third quarter of 1997.If a 
facility's 1998 weighted payment rates is less than its 1997 weighted payment rate, the 
facility's1998weightedratesequalthe1997rates. If thefacility's1998weighted 
paymentrateexceeds its 1997weightedratebymorethan9%,theincrease in its 
weighted rate was limited to 9%. See,APPENDIX A (f30 CMR 6.04 (4)). 

F. 	 Ancillary Costs: Commencingin1998,aprovidermayapplytotheDivision of Medical 
Assistance to participatein a alternative Ancillary Pilot Program for paymentof Ancillary 
services.Participationisvoluntary,subject to approval bytheDivision of Medical 
Assistance. Appendix E., contains the payment methodology for incentive payments that 
maybemadetotheproviderswhoparticipate in thevoluntaryAncillaryPilotProject, 
commencing December 1, 1998. 

G. RateLimitations 

1. 	 Medicare Umer Limit of Payment: Noweightedaverageprospectiverate of 
payment established under 114.2 CMR 600 et seq. (Appendix A) shall exceed 
the amount that can be reasonably estimated be paid for these services under 
Medicare principles of reimbursement. An adjustment will be made only to the 
extent the costs are reasonable and attributable to the circumstances specified 
undertheMedicareprinciplesandseparatelyidentifiedandverifiedbythe 
provider. 
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2. 	 PrivateRate Limitation: No prospectiverateofpaymentestablishedunder 
114.2CMR 6.00 (see APPENDIX A)shallexceedtheratecharged by the 
provider to private patients for the same or similar services and accommodations. 
The limitation shall not apply to that portion of prospective rates established for 
Patient Protector Receivers appointed pursuant to M.G.L. c. 111, s.72N et seq. 
(Appendix C). 

3. 	 MethodoloGY: TheDivisionofHealthCareFinanceandPolicy in calculatingthe 
privateratelimitationshall:DeterminetheweightedaveragePublicly-Aided 
patient rate for the Base Year and compareit to the average private rate for the 
sameperiod,asreported in thecostreportfortheBaseYear, If afacility’s 
weighted average prospective rate for its Publicty-Aided Patients is greater than 

* 	 theaverageratechargedbytheprovidertoprivatepatients,theprovidermay 
produce justification for such lower for private patientsbefore the limitationis 
applied. justificationinclude ManagementSuch shall quarterly Minute 
Questionnairesforallprivatepatients. If theprovidercanclassifytheprivate 
patients into one of the ten case-mix categories, the rate limitation will be the 
prospectiverateforPublicly-AidedPatientsasestablishedbytheDivision of 
HealthCareFinanceandPolicyforthatcase-mixcategoryratherthanthe 
weighted average rate forall Publicly-Aided patients. 

4. 	 Failure to Meet the Rate Limitation: Whenalong-termcareproviderfailsto 
satisfytherequirementforrateschargedtoprivatepatients,theDivisionof 
HealthCareFinanceandPolicyshallmultiplythedifferencebetweenthe 
weighted average rate for Publicly-Aided Patients and the average rate charged 
toprivatepatientsbythenumberofpatientdaysforthosediscountedprivate 
patients to determine the aggregate difference. 

H. RateYearAdJustments: Adjustmentsto rateswilloccur in thefollowingcircumstances: 

1. 	 RetroactiveAdJustmenT: TheDivisionofHealthCareFinanceandPolicywill 
retroactively adjust rates in the following situations: Facilities which did not file a 
1996CostReport,Facilitieswhichopenedin1997,Amended1997Rates, 
Mechanical Errors, and EKOE in the Cost Reports. For a detailed description of 
each situation, please refer toAPPENDIX A (1 14.CMR 6.05 (1)). 

2. 	 CaPitalfor NewlY-licensedBeds,andRenovatedFacilities: TheDivisionof 
Health Care Finance and Policy will re-calculate Capital Payments for new beds 
that become licensed in 1998 and for facilities which are renovated pursuant to 
an approved Determination of Need. Capital payments for these facilities will be 
determined pursuant toAppendix A (114.2 CMR 6.05(2)). 

I. 	 NotificationProcess. Anyfacilitywhichopens in 1988oraddsnewbedsoradds 
substantial renovations in 1988 is required to notify the Division of Health Care Finance 
andPolicyforpurposesofestablishment of nursingfacilitypaymentrates.These 
requirements are detailed inAppendix A (114.2 CMR6.05(3)). 

1. SPECIALCONDITIONS 

A. 	 Rate for InnovativeandSpecialProarams: TheDivisionofMedicalAssistancemay 
contract for special andlor innovative programs to meet special needs of certain patients 
whicharenotordinarilymetbyexistingservices in nursingfacilities.Currently,these 
programsincludeprogramsforpatientswithtraumaticbraininjury,mentalillnessand 
medicalillness(MIMI’S),technologicdependency,aswellasaprogramfornursing 
facilities that have a substantial concentrationof patients of the highest acuity level (i.e. 
Management Minute CategoryT). 
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A provider who seeks to participate in an innovative and special program must contract 

with the Division of Medical Assistance to provide special care and services to distinct 

categories of patients designated by the Division of Medical Assistance. This is usually 

done through a Request for Proposals by the Division of Medical Assistance for special 

orinnovativeprogramstoaddressspecialneedsofcertainpatientswhicharenot 

ordinarilymetbyexistingservicesinnursingfacilities.Reimbursementunderthe 

innovative and special programs may be calculated based on the added allowable actual 

costs and expenses which must be incurred (as determined by the Division of Medical 

Assistance)by aprovider in connectionwiththatprogram.However, it still must be 

consistent with the payment methodology established for long-term care facilities. The 

provider must verify that such items or services are furnished because of the special 

needs of the patients treated as contemplated
in the contract with the Medical Assistance 
Program,andthatsuchitemsorservicesarenecessaryintheefficientdeliveryof 
necessary health care. These costswill be added as an incrementto the facility's rate in 
establishing a rate for an innovative and special program. In the event that the special 
program is located withinaspecialunit,theremainingcostsoftheunitaretobe 
integrated into the cost reportfor the entire facility. 

A facility that has recently converted from a facility providing non-acute hospital services 

to a facility providing nuking facility services may be reimbursed as a special program. 

In order to be considered as a special program, such a facility must agree to provide, or 

arrangeandpayfor, allMedicaidcoveredservices,excepthospitalservices,toall 

Medicaid recipients that are residents of the facility. The reimbursement to such facilities 

is a per diem rate which is the facility's regular case mix rates with an add-on which is 

basedonthereasonablecosts of providingthegoodsandservicesbeyondthose 

required tobe provided by nursing facilities. 


A provider whose resident population primarily and consistently consists of high-acuity 

high-nursingneedresidentssuchthat theaggregateneedoftheentirepopulation 

requiresastaffinglevelsignificantlygreaterthanatypicalnursingfacilItymaybe 

reimbursed as a special program,in which casethe increment added to the facility's rate 

may apply to all residents of the FACILITYand will be calculated based on allowable costs 

associatedwiththehighercareneedsofthepatients. In ordertobeeligiblefor 

reimbursement under this paragraph, a nursing facility must meet each of the following 

criteria: 


1.atleastninetypercent(90%)of itsresidentsmusthaveManagementMinute 
("MM") scores that fall in either MM category 9 or 10 and at least seventy-five 
percent (75%) of its residents must have MM scores thatfall in ".category 10; 
or (ii) the facility must be a former acute hospital that has undergone conversion 
toanursingfacilityundertheauspices of theMassachusettsAcuteHospital 
Conversion Board; and, 

2. 	 themeanMMscorefor all residentsofthefacility in MMcategory10mustbeat 
least fifteen percent (15%) higher than the minimum score needed to quality for 
MM category 10; and, 

3. thefacilitymust be ageriatricnursingfacility. 

B. 	 Pediatric NursinG Facilities: Payments willbedeterminedusing1996reportedcosts 
forNursingandOtherOperatingCosts,excludingAdministrationandGeneralCosts. 
Administration and General Costs will be subject to a cap of $ 10.51. Pediatric nursing 
facilities mayapplytotheDivisionofHealthCarefinanceandPolicyforthecostsof 
programs to address the special needs of pediatric nursing facility residents over the age 
of 22 which are not ordinarily met by existing services in pediatric nursing facilities. The 
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DivisionofHealthCareFinanceandPolicywillcalculateanadd-on to includethe 
reasonable costs for specialized health care services to this patient population. 

C. 	 NewFacilities: New Facilitiesthatopenin1998willbepaidattheStandardPayment 
Rates for Nursing and Other Operating Costs. Capital payments for these facilitieswill be 
determined pursuant toAppendix A (114.2 CMR6.05(2)). 

D. 	 Beds Out of Service: Facilitieswithlicensedbedsthatwereoutofservicein1996 
which re-open in 1998 will receive the lower of the Standard Payment rates or the most 
recent prior billing rates inflated to 1997 for NursingOther Operating Costs. 

E. 	 LeGIslativeMandatefor Rate Relief: Anursinghome(i)withrateofpublicutilization, 
consisting of Medicare, Medicaid and Commission for the Blind patients, of ninety percent 
or more, (ii) locatedin the service area of a federally designatedsole community hospital, 
and (iii) with more than 10% of its variable costs and nursing costs disallowed by the 
DivisionofHealthCareFinanceandPolicypursuantto114.2 CMR 5.00 orany 
successor regulation, shall have all of its variable costs and nursing costs recognized by 
theDivisionofHealthCareFinanceandPolicyand itsMedicaidrateadjusted 
accordingly. The Division of Health Care Finance and Policy shall adjust the prospective 
rates for any such nursing home that meet the aforementioned criteria for the rates that 
wereeffectiveJanuary'1,1994andforeachsucceedingrateyearthatsuchnursing 
homes comply with aforementioned criteria. The amount of variable costs and nursing 
costs recognized as allowable by the Division of Health Care Finance and Policy for any 
rate for a nursing home is limited to an amount that will not increase coststo the Medical 
Assistanceprograminanamountgreaterthatthreehundredthousanddollars.Not 
withstanding anything to the contrary contained in this paragraph, in no case shall the 
provisions of this paragraph apply to any services rendered prior to February1. 1998. 

Any nursing facility that meets either the standards set forthin (a) or (b) below shall have 
its total acquisition costs allowed as the allowable basis of fixed assets, notwithstanding 
any limits on the same that appear elsewhere in this State Plan, when the Division of 
Medical Assistance calculates the facility's payment rates. This provision shall only apply 
to services rendered on or after February 1, 1998. 

(a) 
1. the owner purchased the nursing home on or after January1, 1987; 

2. 	 theownerhasreceivedadeterminationletterfromthe Internal Revenue 
Servicethat it is anorganizationdescribed in section 501(c)(3) ofthe 
Internal Revenue Code of 1986; 

3. 	 theowner(i)ownsanonprofithospital (the "Hospital")locatedwithinthe 
Commonwealth of Massachusetts which is licensed by the Department 
of Public Health or (ii)is a nonprofit organization affiliated with a nonprofit 
hospital which is organized and operated for the benefit of, to perform 
one or more functions of, orto cany out one or more of the purposesof 
the hospital it is affiliated includingnonprofit with, operation of 
freestanding nursing homes licensed by the Departmentof Public Health; 

4. the owner's patient population is, on average, not less than eighty-five percent 
(85%) Medicaid recipients; 

5. 	 the Hospital has, on average, not less than eighty percent (80%) occupancy 
of medical or surgical beds; 
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6. when the owner purchased the nursing facility (i) the changeof ownership did 
notoccurbetweenapersonororganizationwhich is associatedor 
affiliated with or has control of or is controlled by the owner is related 
to the ownerordirector, partner,any trustee, shareholder or 
administratoroftheowner bycommonownershipor controlorina 
manner specifiedin section 267(b) and (c) of the Internal Revenue Code 
of 1986; (ii)thechangeofownershipwasmadeforreasonable 
consideration; (iii) the changein ownership was a bona fide transfer all 
powersandindiciaofownershipand(iv)thechangeofownership 
manifestedanintenttoselltheassetsofthefacilityratherthan 
implement a method of financing,or refinancing: 

or 

1. 	 the owner acquired the nursing facility from an acute care hospital to operate 
the facility pursuant to relief granted to the acute care hospital by the 
acute care hospital conversionboard pursuant to M.G.L. c.6A,s.101; 

2. 	 theacute e r e  hospitalconversionboardapprovedtheowner'sacquisition 
costs of the facility; and, 

3. 	 onaverage, no lessthan eght-fivepercent (85%) ofthenursingfacility's 
patient population are Medicaid recipients. 

Notwithstanding anything to the contrary contained in this State Plan, any nursing home 

that is ownedbytheMartha'sVineyardHospitalFoundationduringthetimethatsaid 

Foundationalsoadministersafederallydesignatedsolecommunityproviderhospital 

shall have allowedall of its extra variable and fixed costs that reasonably result from
such 
nursing home being locatedin a geographically isolated area. 

Notwithstanding anything to the contrary containedin this State Plan, any nursing home 
that has over 75% of its residents having a primary diagnosis of multiple sclerosis shall 
have all of its nursing costs recognized an allowable cost. 

F. 	 Reimbursement of aReceiverAppointedUnder M.G.L. c.111 s.72N etseq.(see 
Appendix C); The prospective rates of a facilIty will be increasedby an appropriate per 
diem amount to provide reasonable compensationto a receiver. 

G. 	 ReviewandApproval of RATES andRate Methodology By TheDivisionofMedical 
Assistance: Pursuant to M.G.L. c1WE,s.13 (see Appendix D) the Division of Medical 
Assistanceshallreviewandapprove or disapprove,anychange in rates or inrate 
methodology proposed by the Division of Health Care Finance and Policy. The Division 
of Medical Assistance shall review such proposed rate changesfor consistency with state 
policyandfederalrequirements,andwiththeavailablefundingauthorized in the final 
budget for each fiscal year prior to certification of such rates by the Division of Health 
CareFinanceandPolicy;providedthat,theDivisionofMedicalAssistanceshallnot 
disapprove a rate increase solely if the Federal Healthbased on the availability of funding 
Care Finance Administration provides written documentation that federal reimbursement 
would be denied as a result of said disapproval and said documentationis submitted to 
the Massachusetts House and Senate Committees on Ways and Means. The Division of 
Medical Assistance shall, wheneverit disapproves a rate increase, submit the reasons for 
disapprovaltotheDivisionofHealthCareFinanceandPolicytogetherwithsuch 
recommendations for changes. Such disapproval and recommendations for changes, if 
any, is submitted to the Division of Health Care Finance and Policy after the Division of 
MedicalAssistance is notifiedthattheDivisionofHealthCareFinanceandPolicy 
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intends to propose a rate increase for any class of provider under Tile XIX but in no 
event later than the dateof the public hearing held by the Division of Health Care Finance 
and Policy regarding such rate change; provided that no rates shall take effect without 
the approval of the Division of Medical Assistance. The Division of Health Care Finance 
and Policy and the Division of Medical Assistance shall provide documentation on the 
reasons for increasesin any class of approved rates that exceed the medical component 
of the consumer price index to the Massachusetts House and Senate Committees on 
Ways and Means. 

TheDivisionofHealthCareFinanceandPolicyshallsupply the DivisionofMedical 

Assistancewith all statisticalinformationnecessary to carry outtheDivision'sreview 

responsibilitiesunderthisSection.Notwithstandingtheforegoing, said Divisionof 

Medical Assistance shall not review, approve, or disapprove any such rate set pursuant 

to Chapter twenty-three of the Massachusetts Acts of Nineteen Hundred and eighty-eight. 


If projected payments from rates necessaryto conform to applicable requirementsof title 

XIX are estimated by the Division ofMedical Assistance to exceed the amount of funding 

appropriated for such purposein the budget for suchfiscal year, the Division of Medical 

Assistance and the Division of Health Care Finance and Policy shall jointly prepare and 

submittotheGovernoraproposalfortheminimumamountofsupplementalfunding 

necessarytosatisfytherequirementsoftheStatePlandevelopedbytheDivisionof 

Medical Assistance under Title of the Federal Social Security Act. 


H. 	 Appeals: AProvidermay file anappealattheDivisionofAdministrativeLawAppeals of 
anyrateestablishedpursuant to 114.2 CMR 6.00 within 30 calendardaysafterthe 
Division of Health Care Finance and Policy files the rate with the State Secretary. The 
DivisionofHealthCareFinanceandPolicymayamendarateorrequestadditional 
information from the Provider evenif the Provider has filed a pending appeal. 
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